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IN THE MATTER OF THE APPLICATION
OF MORMON LAKE WATER COMPANY
FOR A PERMANENT RATE INCREASE.

DOCKET NO. W-01472A-07-0208

DECIS ION no. 70103

ORDER

Open Meeting
December 18 and 19, 2007
Phoenix, Arizona

BY THE COMMIS S ION:

application for a  permanent increase in the

Subsequent to the Company's tiling its application, notice was

a  Notice  of Ins uffic ie ncy ("Notice ") with re s pe c t to  the  Compa ny's  a pplica tion.

No comme nts  or obje c tions file d  b y th e  Co m p a n y to  S ta ffs

6

7

8

9

10

11

12

13

14 On April 2, 2007, Mormon La ke  Wa te r Compa ny ("Applica nt" or "Compa ny") tile d with the

15 Arizona  Corpora tion Commis s ion ("Comlnis s ion") a n

16 Company's  water ra tes  and charges .

17 provided to cus tomers  by firs t clas s  U.S . mail.

18 On  Ma y 2 ,  2007 ,  pu rs ua n t to  A.A.C.  R14-2 -103 ,  the  Com ln is s ion 's  Utilitie s  Divis ion

19 ("S ta ff") is s ue d

20 Subsequently, the  Company amended its  applica tion on two occas ions .

21 On September ll, 2007, S ta ff is s ued a  Notice  of Sufficiency and cla s s ified the  Company a s  a

22 Cla s s  E utility.

23 On November 14, 2007, S ta ff filed its  S ta ff Report recommending tha t Staff' s proposed ra tes

24 a nd cha rge s  be  a pprove d. were

25 recommendations .

26

27 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

28 Commiss ion finds , concludes , and orders  tha t:

* * * * * * * * * * * * * * * * * * * *
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1

2 1. Pursuant to authority granted by the  Commiss ion, Applicant is  an Arizona  Corpora tion

3 engaged in the  business  of providing wate r se rvice  to approximate ly 144 customers  approximate ly 30

4 mile s  southe a s t of Fla gs ta ff, Arizona  a dja ce nt to Mormon La ke .

Applica nt's  pre s e nt ra te s  a nd cha rge s  for wa te r we re  a pprove d in De cis ion 66035

FINDING S  O F FACT

5 2.

6 (July 3, 2003).

7 3.

8 ra te s  and cha rges  for wa te r se rvice .

9 4. Applica nt provide d notice  to  its  cus tome rs  of its  a pplica tion for a  propos e d ra te

10 incre a se  by firs t cla s s  U.S . ma il a nd, in re sponse  the re to, thre e  prote s ts  ha ve  be e n re ce ive d by the

l l Commiss ion. Notice  wa s  give n in Ma rch, July, Augus t and again in Nove mbe r a fte r the  tiling of the

12 S ta ff Re port a nd to inform cus tome rs  of S ta ffs  re comme nde d ra te s  which a re  highe r tha n thos e

On April 2, 2007, the  Company tiled an applica tion reques ting authority to increase  its

13 proposed by the  Company.

14 5. Cm September 11, 2007, S ta ff tiled notice  tha t the  Company's  ra te  applica tion had met

15 the  Commiss ion's  sufficiency requirements  pursuant to A.A.C. R14-2-103 .

16 6. During the  te s t ye a r e nde d De ce mbe r 31, 2006 ("TY"), Applica nt provide d se rvice  to

17 144 me te red cus tomers  who were  primarily se rved by 5/8 x 3/4-inch me te rs . A 55 space  RV pa rk is

18 sewed by a  1%-inch mete r. The  S ta ff Report indica tes  tha t ave rage  wa te r usage  by res identia l use rs

19 during the  TY wa s  1,116 ga llons  pe r month. In pa rt, the  low wa te r usa ge  is  a ttributa ble  to the  fa ct

20 tha t the  Company opera tes  two systems, the  upper system, which serves 103 summer cottages and the

21 RV pa rk and is  only ope ra ted from May 15"' to Octobe r 15th of each yea r and is  taken out of se rvice

22 during the  winte r. The  Company's  lower sys tem cons is ts  of 41 yea r-round re s idents .

23 7. S ta ff conducted an inves tiga tion of Applicant's  proposed ra te s  and cha rges  for wa te r

24 se rvice  a nd tile d its  S ta ff Re port on the  Compa ny's  ra te  a pplica tion re que s t on Nove mbe r 14, 2007,

25 recommending tha t S ta ff' s  proposed ra tes  and charges  be  approved. S ta ff a lso recommended tha t the

26 Company's  se rvice  line  and me te r ins ta lla tion cha rges  rema in a t the ir pre sent leve ls  a s  reques ted by

27 the  Company and tha t minimal changes  be  made  to the  Company's  other se rvice  charges .

28

2 DECIS ION NO. 70103



fs

Y
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Monthly Usage  Cha rge:

5/8" X 3/4" Me te r
3/4" Me te r
1" Me te r
IW' Me te r
2 " Me te r
3" Me te r)
4" Me te r
6" Me te r

$

Present
Rates

18.00
20.00
50.00

100.00
150.00
200.00
300.00
400.00

- Proposed Rates -
Company S ta ff

$ 23.00 34.50
25.00 51 .75
65.00 86.25

125.00 172.50
190.00 276.00
255.00 517.50
385.00 862.50
510.00 1,172.50

$

I

$ 3.25
4.50
6.00

$ 3.58
4.95
6.60

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

SS 7.15
10,73
12.87

GALLONAGE CHARGES  :
( pe r 1,000 Ga llons)

All Me te r S ize s
0 ga llons  to 2,000 ga llons
2,001 ga llons  to 14,000 ga llons
over 14,000 ga llons

5/8 x 3/4 Inch and 3/4 Inch Mete rs
0 ga llons  to 4,000 ga llons
4,001 ga llons  to 7,000 ga llons
over 7,000 ga llons

All Othe r Me te r S ize s
0 ga llons  to 4,000 ga llons
over 4,000 ga llons

N/A
N/A

N/A
N/A

10.73
12.87

Service  Line  and Mete r Ins ta lla tion Charges:
(Refundable  pursuant to A.A.C. R14-2-105)

5/8" x 3/4" Me te r
3/4" Me te r
1" Me te r
1%" Me te r
2" Me te r
3" Me te r
4" Me te r
6" Me te r

$ 400.00
400.00
500.00
715.00

1,170.00
1,585.00
2,540.00
4,815.00

$ 400.00
400.00
500.00
715.00

1,170.00
1,585.00
2,540.00
4,815.00

EB 400.00
400.00
500.00
715.00

1,170.00
1,585.00
2,540.00
4,815.00

Service  Charges:

$ s $ 50.00
60.00
60.00
85.00
45.00

*

1 The  wa te r ra te s  and cha rges  for Applicant a t pre sent, a s  proposed in the  applica tion,

2 and as recommended by Staff a re  as  follows:

3

4

5

6

7

8

9

10

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Establishment
Es ta blishme nt (Afte r Hours )
Reconnection (De linquent)
Reconnection (De linquent) Afte r Hours
Me te r Te s t (If Corre ct)
De pos it
Depos it Inte re s t
Re -Es ta blishme nt (within 12 Months )
NSF che ck
Deferred Payment
Me te r Re -Re a d (If Corre ct)
Late  Fee

30.00
50.00
50.00
75.00
35.00

*

6%
* *

15.00
0.0%
6.00
N/A

50.00
60.00
60.00
85.00
45.00

*

6%
* *

25.00
0.0%
10.00

N/A

6%
**

25.00
0.0%
10.00

***

r

8.
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Monthly Se rvice  Cha rge  for Fire  Sprinkle rs:
4" or s ma lle r

La rge r tha n 10"
*

M

**>I=*

****
*m*
*m*

****
*=l=**

*m*
*m*
*m*

m *

****

Pe r Commiss ion rule  A.A.C. R14-2-403(B).
Numbe r of months  off sys te m time s  the  monthly minimum pe r Commiss ion rule
A.A.C. R14-2-403(D).
1.5% of monthly unpa id ba lance .
1.00% of Monthly Minimum for a  compa ra ble  s ize d me te r conne ction, but no
le s s  tha n $5.00 pe r month. The  s e rvice  cha rge  for fire  s prinkle rs  is  on ly
applicable  for se rvice  line s  sepa ra te  and dis tinct from the  prima ry wa te r se rvice
line .

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

9. Pursuant to the  S ta ff Report, Applicant~'s  fa ir va lue  ra te  base  ("FVRB") is  de te rmined

to be  $66,246 which is  the  s a me  a s  its  origina l cos t ra te  ba s e . The  Compa ny's  FVRB re fle cts  a

$21,804 incre a s e  by S ta ff to Applica nt's  propos e d FVRB due  in la rge  pa rt to  a n a djus tme nt to

Applica nt's  ne t pla nt by the  re mova l of $16,749 a long with  the  a ddition of $5,055 for working

ca pita l.

10. S ta ff incre a s e d Applica nt's  TY ope ra ting  e xpe ns e s  only minima lly by $244, re -

cla s s ifying $2,542 of cla ime d misce lla ne ous  e xpe nse s  of $3,253, $620 for che mica l e xpe nse  a nd

$1,922 for repairs  and maintenance expense . Staff a lso increased deprecia tion expense  by $690.

l l . Applicant's  present wa te r ra te s  and cha rges  produced ope ra ting revenues  of $40,152

and adjusted opera ting expenses of $67,731 which resulted in an opera ting loss  of $27,579 during the

TY.

23

24

25

26

27

28

12. The  wate r ra tes  and charges  Applicant proposed would produce  opera ting revenues  of

$49,516 and adjusted opera ting expenses  of $69,935 which will result in an opera ting loss  of $20,419

or a  nega tive  re turn on FVRB.

13. The  wa te r ra te s  a nd cha rge s  propos e d by S ta ff would produce  a djus te d ope ra ting

revenues of $78,452 and adjusted opera ting expenses  of $69,935 resulting in ne t opera ting income of

$8,517 or a  12.86 pe rce nt ra te  of re turn on FVRB. S ta ffs  propose d re ve nue  re quire me nt will a llow

the  revenues  needed to mee t the  Company's  s ta ted need to repa ir its  infra s tructure  and to mee t an

increase  in opera tiona l costs .

4 DECIS ION NO. 7 0 1 0 3
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1 Applicant's  proposed ra tes  would increase  the  average  monthly cus tomer wa te r bill by

2 25 pe rce nt, from $21.63 to $26.58.

3 15. S ta ffs  recommended ra tes  would increase  the  average  monthly cus tomer wa te r bill by

1 4 .

4 96.4 percent, from $21.63 to $42.48.

1 6 . Applica nt's  pre se nt ra te s  a nd cha rge s  we re  a pprove d in De cis ion No. 66035 (July 3,

r

1 7 .

5

6  2 0 0 3 ).

7 According to the  S ta ff Re port, the  Compa ny is  s e e king a  ra te  incre a s e  to re pa ir

8 infra s tructure  a nd to offs e t incre a s ing ope ra tiona l cos ts . Ba s e d on the  fa ct tha t the  Compa ny's

9 propose d ra te s  a re  insufficie nt to provide  for the se  ne e ds , S ta ff is  re comme nding wha t it be lie ve s  is

10 a n ope ra ting ma rgin (10.86 pe rce nt) which will e na ble  the  Compa ny to proce e d with improve me nts

11 and to offset increased costs.

12 18. The  S ta ff Re port indica te s  tha t the  Compa ny is  providing wa te r be low the  ne w

13 ma ximum a rse nic conta mina nt le ve l a nd a lso de live ring wa te r which me e ts  the  re quire me nts  of the

14 S a fe  Drinking Wa te r Act.

15 19. S ta ff furthe r indica te s  tha t the  Compa ny is  in good s ta nding with the  Corpora tions

16 Divis ion of the  Commis s ion a nd is  in complia nce  with the  Commis s ion's  rule s  with re s pe ct to the

17 opera tion of a  wa te r utility and is  current on the  payment of its  property and sa le s  taxes .

18 20. Howe ve r, S ta ff found tha t the  Compa ny is  not utilizing the  Na tiona l As s ocia tion of

19 Re gula tory Utility Commis s ione rs  ("NARUC") Uniform S ys te m of Accounts  ("US OA").

20 21. The  Company has  previously had a  Curta ilment Tariff approved by the  Commiss ion.

21 22. S ta ff is  recommending tha t the  Commiss ion orde r the  following:

22 •

23

24

tha t Applica nt notify its  cus tome rs  of the  a pprove d wa te r ra te s  a nd cha rge s  a nd
the ir e ffective  da te  by means  of an inse rt in the  monthly billing which proceeds  the
month in which the y be come  e ffe ctive  a nd file  a  copy of the  notice  s e nt to its
cus tome rs  with the  Commis s ion's  Docke t Control a s  a  complia nce  ite m in this
docke t,

• tha t Applica nt file , within  30 da ys  of the  e ffe ctive  da te  of th is  De cis ion, a s  a
complia nce  ite m in this  docke t, with the  Commiss ion's  Docke t Control, a  copy of
the schedule  of its  approved rates and charges,

25

26

27

28

• tha t the  Compa ny ma inta in its  books  a nd re cords  a ccorda nce  with the  NARUC
US OA a nd tile , within 6 months  of the  e ffe ctive  da te  of this  De cis ion, with the

5 DECIS ION NO. 70103
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•

•

Commis s ion 's  Docke t Control, a s  a  complia nce  ite m in  th is  docke t, a n  a ffida vit,
which a tte s ts  tha t the  Compa ny is  ke e ping its  books  a nd re cords  in  a ccorda nce
with  the  NARUC US OA;

th a t th e  C o m p a n y u tilize  th e  d e p re c ia tio n  ra te s  d e lin e a te d  in  Ta b le  B o f th e
Engine e ring Re port a tta che d to the  S ta ff Re port on a  going-forwa rd ba s is ; a nd

tha t Applica nt, in a ddition to the  colle ction of its  re gula r ra te s  a nd cha rge s , colle ct
from its  cus tome rs  the ir proportiona te  s ha re  of a ny privile ge , s a le s , or us e  ta x a s
provide d for in  A.A.C. R14-2-409(D).

23. Be ca us e  a n a llowa nce  for the  prope rty ta x e xpe ns e  of Applica nt is  include d in the

Company's  ra tes  and will be  collected from its  customers , the  Commission seeks assurances from the

Compa ny tha t a ny ta xe s  colle cte d from ra te  pa ye rs  ha ve  be e n re mitte d to the  a ppropria te  ta xing

a uthority. It ha s  come  to the  Commiss ion's  a tte ntion tha t a  numbe r of wa te r compa nie s  ha ve  be e n

unwilling or una ble  to fulfill the ir obliga tion to pa y the  ta xe s  tha t we re  colle cte d from ra te  pa ye rs ,

s ome  for a s  ma ny a s  20 ye a rs . It is  re a s ona ble , the re fore , tha t a s  a  pre ve nta tive  me a s ure  the

Compa ny s ha ll a nnua lly file  a s  pa rt of its  a nnua l re port, a n a ffida vit with  the  Utilitie s  Divis ion

a tte s ting tha t the  Company is  current in paying its  property taxes  in Arizona .

24.

1

2

3

4

5

6

7

8

9

1 0

11

1 2

1 3

14

15 Under the  circumstances , a fte r our review of the  applica tion and the  S ta ff Report, we

16 be lie ve  S ta ffs  propos e d ra te s

17 should be  a dopte d.

a re  re a s ona ble  a nd toge the r with  the ir a dditiona l re comme nda tions

CONCLUS IONS  OF LAW
18

19 Applica nt is  a  public s e rvice  corpora tion within the  me a ning of Article  XV of the

2. The  Commis s ion ha s  juris diction ove r Applica nt a nd of the  s ubje ct ma tte r of the

1.

Notice  of the  applica tion was  provided in the  manner prescribed by law.

Under the  circumstances discussed herein, the  ra tes and charges proposed by Staff and

21

22 a pplica tion .

3 .
23

4.
24

25 authorized hereinafter are  just and reasonable .

26 5.

27 should be  a dopte d.

28 . . .

S ta ffs  re c omme nda tions ,  s e t fo rth  in  F ind ings  o f Fa c t No . 22  a re  re a s ona b le  a nd

6 DECIS ION NO. 70103
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ORDER

Monthly Usage  Charge:
5/8" x 3/4" Me te r
3/4" Me te r
1 " Mete r
1%" Me te r
2" Me te r (Turbo)
3" Me te r (Turbo)
4" Me te r (Turbo)
6" Me te r (Turbo)

$ 34.50
51.75
86.25

172.50
276.00
517.50
862.50

1,172.50

GALLONAGE CHARGES  :
(pe r 1,000 ga llons)

5/8 x 3/4 Inch and 3/4 Inch Mete rs
0 ga llons  to 4,000 ga llons
4,001 ga llons  to 7,000 ga llons
over 7,000 ga llons

$ 7 .1 5
1 0 .7 3
12 .87

A11 Other Sizes
0 ga llons  to 4,000 ga llons
over 4,000 ga llons

1 0 .7 3
1 2 .8 7

Service  Line  and Mete r Ins ta lla tion Charges:
(Refundable  pursuant to A.A.C. R14-2-105)

5/8" X 3/4" Me te r
3/4" Me te r
l" Me te r
1%" Me te r
2" Me te r
3" Me te r
4" Me te r
6" Me te r

$ 400.00
400.00
500.00
715.00

1,170.00
1,585.00
2,540.00
4,815.00

Service  Charges:

$ 50.00
60.00
60.00
85.00
45.00

*

6%
* *

1

2 IT IS  THEREFORE ORDERED tha t Monnon La ke  Wa te r Compa ny is  he re by dire cte d to file

3 on or be fore  J a nua ry 1, 2008, with the  Commiss ion's  Docke t Control, a s  a  complia nce  ite m in this

4 docke t, revised ra te  schedule  se tting forth the  following ra tes  and charges  :

5

6

7

8

9

1 0

1 1

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

2 2

2 3

2 4

2 5

2 6

2 7

2 8

Establishment
Es ta blishme nt (Afte r Hours )
Reconnection (De linquent)
Reconnection (De linquent) Afte r Hours
Me te r Te s t (If Corre ct)
De pos it
Depos it Inte res t
Re -Es tablishment (within 12 Months )
NSF che ck
Deferred Payment
Me te r Re -Read (If Correct)
Late  Fee

25.00
0.0%
10.00

*m

7 DECISION no. 70103
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Monthly Se rvice  Cha rge  for Fire  Sprinkle rs:
4" or sma lle r

La rge r tha n 10"

****
****
****
****
****

1

2

3

4

5

6

7

8

9 IT IS  FURTHER ORDERED tha t the  a bove  ra te s  a nd cha rge s  s ha ll be  e ffe ctive  on J a nua ry 1,

10 2008, for a ll wa te r s e rvice .

l l IT IS  F URTHE R O RDE RE D tha t Morm on  La ke  W a te r Com pa ny s ha ll no tify its  c us tom e rs

12 of the  ra te s  a nd cha rge s  a uthorize d he re ina bove  a nd the  e ffe ctive  da te  of s a me  by me a ns  of a n inse rt

13 in  a  form  a cce pta ble  to  S ta ff in  the  ne xt re gula r m onthly b illing  a nd file  a  copy of the  notice  whe n

14 s e nt to its  cus tome rs  with the  Commis s ion's  Docke t Control a s  a  complia nce  ite m in this  docke t.

15 IT IS  F URTHER O RDERED tha t Morm on La ke  Wa te r Com pa ny s ha ll com ply with  e a ch  of

16 the  re comme nda tions  a ppe a ring in Finding of Fa ct No. 22.

17 IT IS  F UR THE R  O R DE R E D th a t Mo rm o n  La ke  W a te r C o m p a n y s h a ll m a in ta in  its  b o o ks

18 a nd re cords  in  com plia nce  with  the  NARUC US OA.

19 IT IS  F UR THE R  O R DE R E D th a t Mo rm o n  La ke  W a te r C o m p a n y,  s h a ll,  in  a d d itio n  to  th e

2 0 colle ction of its  re gula r ra te s  a nd cha rge s , colle ct from its  cus tome rs  the ir proportiona te  s ha re  of a ny

2 1 privile ge , s a le s , or us e  ta x a s  provide d for in A.A.C. R14-2-409(D).

2 2  ,

23 . , |

24 . 9

25 r I 1

2 6  .

2 7  .

2 8

***

*m*

P e r Commiss ion rule  A.A.C. R14-2-403(B).
Numbe r of months  off s ys te m time s  the  monthly minimum pe r
Commiss ion rule  A.A.C. R14-2-403(D).
1.5% of monthly unpa id ba lance .
1 .00% o f Mon th ly Min imum fo r a  compa ra b le  s ize d  me te r
conne ction, but no le s s  tha n $5.00 pe r month. The  s e rvice
cha rge  for fire  s prinkle rs  is  only a pplica ble  for s e rvice  line s
separa te  and dis tinct from the  primary wate r se rvice  line .

8 DECIS ION no. 7 0 1 0 3
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BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

Z4/4,//45 4 .» 1 .

DNER / /eoyfm~lss1onER

IN WITNESS WHEREOF, 1, DEAN s. MILLER, Interim
Executive Director of the Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the
Commis8i9n to be affixed at the Capitol, in the City of Phoenix,
this 91 day of D 1 4 4 , 2007.

COMMISSIONER

(

1 IT IS  FURTHER ORDERED tha t Morm on La ke  Wa te r Com pa ny s ha ll a nnua lly tile  a s  pa rt

2 of its  a nnua l re port a n a ffida vit with the  Utilitie s  Divis ion a tte s ting  tha t the  Com pa ny is  curre nt in

3 pa ying its  prope rty ta xe s  in Arizona .

4 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be come  e ffe ctive  imme dia te ly.

5

6

7

8

9

10 _f
1 ,

l l

12

13

14

15

16

17

18

19
DIS S ENT

20

21
DIS S ENT

22 MES:db

23

24

25

26

27

28

DEAN . MI L R |
INTERIM EXECUTIVE DIRECTOR
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1 S ERVICE LIS T FOR

2 DO C KET NO

MORMON LAKE WATER COMP ANY

W-01472A-07-0208

4

5

Scott Gold, Genera l Manager & Pres ident
MORMON LAKE WATER COMP ANY
P.O. Box 38012
Mormon La ke , AZ 86038

7

8

Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
AR IZONA C OR P OR ATION C OMMIS S ION
1200 Wes t Was hington S tree t
P hoe nix. Arizona  85007

9

10

11

Emast G. Johnson, Director
Utilities Division
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix. Arizona 85007

12
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20

22

24

26

27

28
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